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BEFORE THE
| LLI NOI S COMMERCE COMM SSI ON

| LLI NOI S- AMERI CAN WATER COMPANY ) DOCKET NO.
) 09-0151
Approval of its annual )
reconciliation of purchased water )
and purchased sewage treatnment )
surcharges pursuant to 83 I111. )
Adm. Code 655. )
Springfield, Illinois

Tuesday, Decenmber 29, 2009

Met, pursuant to notice, at 1:00 p.m
BEFORE:

MS. ALI SA TAPI A, Adm nistrative Law Judge
APPEARANCES:

MR. JOHN J. REI CHART

Cor porate Counsel

727 Craig Road

St. Louis, Mssouri 63141

(Appearing on behalf of
1

I noi s- Ameri can Water Conmpany)

SULLI VAN REPORTI NG COMPANY, by
Carla J. Boehl, Reporter
CSR #084-002710
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APPEARANCES: ( Conti nued)

MS. SUSAN L. SATTER

Assi stant State's Attorney
100 West Randol ph Street
Chi cago, Illinois 60601

(Appearing on behalf of the
People of the State of Illinois)

MR. LARRY H. W LCOX

Fi nanci al Anal ysis Division
527 East Capitol Avenue
Springfield, Illinois 62701
Ph. (217) 785-5442

(Appearing on behalf of Staff of

the Illinois Comrerce
Comm ssi on)
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W TNESS

Rl CH KERCKHOVE
By M. Reichart
By Ms. Satter

| AWC 1.0
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PROCEEDI NGS

JUDGE TAPI A: By the authority vested in ne by
the Illinois Commerce Comm ssion, | call Docket
Number 09-0151. This matter involves an application
of Illinois-American Water Conpany for approval of
t he annual reconciliation of purchased water and
purchased sewer treatment surcharges pursuant to 83
I1'linois Adm nistrative Code 655.

May | have appearances for the record,
pl ease?

MR. REI CHART: Yes, Judge, appearing on behalf
of Illinois-American Water Conpany, John J. Reichart.
My address is 727 Craig Road, St. Louis, M ssouri
63141.

MS. SATTER: Appearing on behalf of the People
of the State of Illinois, Susan L. Satter, 100 West
Randol ph Street, Chicago, Illinois 60601.

MR. W LCOX: Appearing on behalf of the
Il1inois Commerce Conmm ssion, Larry H. W cox. My
busi ness address is 527 East Capitol, Springfield,
Il1inois 62701. | am an accountant in the Accounting

Department of the Financial Analysis Division.
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JUDGE TAPI A: Thank you. Let the record
reflect that there are no others wishing to enter an
appear ance.

This is an evidentiary hearing in this
matter, and it is nmy understanding that Ms. Satter on
behal f of the People has questions from
M . Kerckhove. Shall we begin with you,

M . Reichart, to introduce your witness?

MR. REI CHART: Certainly, Judge. The Conmpany
calls Company witness Kerckhove.

(Whereupon the wi tness was duly
sworn by Judge Tapia.)

JUDGE TAPI A: Thank you. You may be seated.

RI CH KERCKHOVE
called as a witness on behalf of Illinois-American
Wat er Conpany, having been first duly sworn, was
exam ned and testified as follows:
DI RECT EXAM NATI ON

BY MR. REI CHART:

Q Good afternoon, M. Kerckhove.

A Good afternoon.

Q Woul d you state your full name for the

32
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record?

It Rich Kerckhove.

And can you spell that, please?
Kerckhove is spelled K-E-R-C-K-H-O V-E.

By whom are you enpl oyed?

> o > O >

| am enmpl oyed by American Water Works
Service Conpany.

Q What is your business address?

A 727 Craig Road, St. Louis, Mssouri 63141.

Q M . Kerckhove, did you prepare certain
documents for subm ssion in this proceeding?

A Yes, | did.

Q | would like to call your attention to a
document that has previously been marked for
identification purposes as | AWC Exhibit Number 1.0
titled Direct Testinmony of Rich Kerckhove. | t
consi sts of 19 pages of narrative testimny and 12
sets of Exhibits A through D. Do you have this
document before you?

A Yes.

Q And are you famliar with this document?

A Yes.
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Q Was it prepared by you or under your
supervi sion?

A Yes.

Q Do you have any corrections to make to this
document ?

A Yes, | do have one correction to the
exhibits related to the Wayci nden Di strict.

Q |s that part of the attachments or part of

the attached exhibits?

Q Coul d you please identify the changes or
corrections you have to make?

A Yes. The reason for the change to the
Wayci nden exhibits --

JUDGE TAPI A: Coul d you spell that,
M . Kerckhove?

THE W TNESS: W A-Y-C-1-N-D- E-N.

JUDGE TAPI A: Oh, Waycinden. Thank you very
much.

A The reason for the correction is that the
invoices fromthe City of Des Plaines were off by one

month in the reconciliation. For exanple, the
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Decenmber 2007 invoice from Des Pl ai nes was al so
i ncluded as the January 2008 invoice. So all of the
exhibits -- all of the anmounts on Exhibit C, the far
ri ght colum, nmeter usage plus non-revenue water
useage in 1,000 gallons should be shifted up one. So
that the first colum of numbers will actually drop
off the schedule and then a new amount is included
for 2008 Decenmber. Those sane amounts al so appear on
Exhibit Cl, and in the invoice amunts, the actual
cost of | ake water purchased on Exhibit D are
i kewi se shifted upwards one month, and a new anount
is included in Decenmber in the amount of 52, 980.

Q Thank you. And is it your understanding
t hat docunents that reflect this correction to the
Wayci nden exhi bit have been provided to counsel for
the People as well as the Staff?

A That is correct. | included the Decenber
2008 invoice fromthe City of Des Plaines as well as
a faxed cover page and a listing of the meter read
dates, amount of consumption and bill amount for part
of 2007, all of 2008, and 2009 through October.

Q Thank you. And having identified these
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corrections, is the information contained in this
exhi bit and the other exhibits attached to your

direct testinmony true and correct to the best of your

knowl edge?
A Yes.
Q For that matter, is your direct testinony

true and correct to the best of your know edge?

A Yes.

Q If I would ask you the questions contained
in your direct testimny today, would your answers be
substantially the same?

A Yes.

MR. REI CHART: Your Honor, subject to cross
exam nation, the Conmpany would move for adm ssion of
| AWC Exhi bit Number 1.0 along with all attached
exhi bits.

JUDGE TAPI A: Thank you, M. Reichart. Bef ore
we go to Ms. Satter, do you have any questions for
Staff, on behalf of Staff, questions for
M . Kerckhove?

MR. W LCOX: No questions.

JUDGE TAPI A: | will ask you again after

36



10

11

12

13

14

15

16

17

18

19

20

21

22

Ms. Satter, if you would I|ike.
Ms. Satter?
MS. SATTER: Thank you.
CROSS EXAM NATI ON

BY M5. SATTER

Q Good afternoon. | am just going to ask you
a couple of questions just to make sure that this
revision to the Wayci nden exhibit is clear.

For example, on Exhibit D, the colums

B and A mnus B and the last colum to the right,
t hose numbers are the same as the numbers in the
original set of exhibits, right? It was only Col um
A, Actual Cost, that changed? Actually, that's not
correct.

A No, that's not true. Because the amounts
in Colum A shifted...

Q Uh- huh.

A ..then the amounts in the colum, say, that
is indicated A mnus B changed as well as the
accumul ative unrecovered over-recovered supply charge
cost .

Q So Ais the actual cost, that changed?
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A That is correct.

Q B, Cost Recovery Via Lake Water Supply
Charge, that colum did not change, correct?

A That is correct.

Q And that column represents the revenues
t hat the Conmpany received from consumers during these
mont hs?

A That is correct.

Q And then the next colum is A m nus B. It
woul d change to the extent that A changed?

A That is correct.

Q And that is true also for the |ast colum
on the right?

A Yes.

Q Okay. | have one other question about
this, the Waycinden revision. On A on the original,
the last line there is |ike a fornula or an equati on,
4. 37 and then there is numbers. In the original
there were two nunbers in the enumerator and one
number in the denom nator, right?

A Excuse me. That is correct, in the

original.
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Q And then in the revised there is three
numbers in the enumerator?

A Correct. What | did, Ms. Satter, was |
left the utility determ ned adjustnment conponent for
vari abl e charge intact. And the difference that
resulted fromthe shift on Exhibit D, | included as a
Comm ssi on-ordered adjustment component for vari able
charge, and | am reconmmendi ng that the Comm ssion
include an O Factor for this amount.

Q So the $1,596.74 cents is a result of the

changes that you nmade?

A Yes.

Q In the revision?

A Yes.

Q Oh, okay. So then is it correct that that

figure, the 1,596.74, is the difference that resulted
from changi ng the amount that the Company paid to Des
Plaines? |Is this a shortage or an overage?

A It is not exactly the difference between
the two.

Q OCkay. Why don't you explain what that is?

A Okay. There is a difference, obviously,
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bet ween the original January 2008 invoice and the
Decenmber 2008 invoice. But this amount also affects
t he anmount of unaccounted water or non-revenue water.
And so that also has to be taken into consideration.

Q Okay. So | notice on D on the revision
t here does not appear to be an adjustment for
non-revenue water or unaccounted for water, is that
correct?

A That is correct.

Q And on the original there was an adjust ment

for unaccounted for water?

A For --

Q Wayci nden.

A Non-revenue water.

Q Non-revenue water.

A Yes.

Q There was a $3, 180 adjustnment originally?

A Yes.

Q To remove the non-revenue water excess?

A Yes.

Q So why -- | mean, if you didn't make that
adj ustment here, why this -- what is this? What is
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the 1,596, $1,596 figure, for? You are not sure?

A The difference of 1,596.74 results froma
combi nation of the 3,180 cost of water exceeding the
non-revenue water |evel.

Q Three thousand - -

A 180 on Exhibit D.

Q So that would be the difference between
your maxi mum all owed plus NRW 192,920? What is that
the difference between? The metered usage plus UFW
maxi mum al | owed pl us UFW?

A Maxi mum al | owed plus NRW was 192,920. The
actual usage, the initial actual usage, is 193, 841,
the difference of 921.

Q So then this $193,000 figure is fromthe
original exhibit?

A These are not dollars. These are
guantities.

Q Ckay. But it is fromthe original exhibit?

A From the original exhibit, yes. So it's
the difference between the 3,180 and the decrease
that results from shifting the invoices and renoving

t he original January invoice of $54,563 and adding
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t he new December 2008 invoice of $52,980. The
di fference between those two invoices is $1,583.
$1,583 from $3,180 results in $1,597 in whole
dol | ars.

Q Al'l right. So you brought in all these
different pieces to just isolate the change that you
t hought the revision created?

A Well, you have to -- you can't just put in
dol |l ars. You al so have to put in the respective
guantities as well for all the models to calcul ate
t hrough properly, to calculate through the amunt of
non-revenue water, calculate through the amount of
cost. And the net result is a positive 1,597.

Q So is that $1,5967

A $1,596. 74.

Q And that is an amount that the Conpany
recei ved over the anmount that it was charged?

A No, that is --

Q Is that a deficiency or an excess?

A It is a deficiency.

Q Oh, it is a deficiency. So to that extent,

this change resulted in a deficiency for consuners to
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make?

A Yes.

Q Al right. Now | have -- let me turn now
more generally. You are famliar with Code Part 6257

A In general terns, yes.

Q And that's the purchased water and sewer
rules, isn't it?

A The Comm ssion's rules, yes.

Q | CC rul es. Now, do you know whet her
Il 1inois-American has any penalties associated with
purchased water, any penalties that it either charges
consumers or that it would pay to suppliers?

A | am not aware of any penalties. Are you
meani ng such as if we paid an invoice |ate that we

woul d be charged | ate penalties or something |ike

t hat ?
Q That woul d be an exanpl e.
A For example? | am not aware of any.
Q How about on the sewer side?
A Pl ease define penalties.
Q Well, let me just -- the Comm ssion rule --

| et me just draw your attention to 655. 30c. For the
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record that says, "Revenues from penalty charges
approved by the Comm ssion that relate to purchased
wat er sewage treatment shall offset recoverable costs
as determ ned under Section 655.40 of this part."”

Are you famliar with any penalties under this
provision of the rule?

A You woul d have to define for me what you
mean by "penalty." | know what the Comm ssion means
by "penalty".

Q So to the best of your know edge the
Conpany doesn't have anything that would fall within
t hat category?

A | don't believe we have anything that would
constitute -- well, | don't know, again, | don't know
how t he Comm ssion defines "penalties."

Q As far as -- but as far as your Kkind of
| ayman's definition of "penalty," nothing comes to
mnd? | mean, this is not a trick question. | mean,
the rule says if there are penalties, they should be
treated a certain way. | am just asking you if the
Conpany has any penalties that you can identify?

A Can you give me some exanples of what you
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mean by penalty?

Q No. | am just using the rule as it is
written.

A | don't know.

Q Now, in the areas that are subject to this

docket where there are purchased water charges, is
t hat water always Lake M chigan water?

A These come from our suppliers so I don't --
| can't say with 100 percent accuracy that, yes, the
water we buy from Gl enview or the water we buy from
Orland Park is 100 percent Lake M chigan water.

Q But if you purchased -- if the Conmpany
purchases water for consunmers, does it provide any
ot her water for consuners, other than the purchased
wat er ?

A For the purchased water districts?

Q Uh- huh, vyes.

A | am not aware of any additional water that
we woul d be providing. It all comes through the
purchased wat er.

Q Okay. And does the Conmpany ordinarily use

well water if it is available in purchased water
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areas?

A | don't know.

Q Do you know whet her the Conpany uses
purchased water for things |like main or hydrant
flushing?

A To the extent that main or hydrant flushing
takes place in the districts that are purchased water
| ake water districts, | would say yes.

Q And when the Conpany does repairs or
mai nt enance, would it use purchased water to the
extent water is necessary for those functions?

For flushing mains, for example?

For exanpl e.

> o >

Yes.

Q And, for exanple, restoring vegetation or
restoring property after work is done, would it use
t he purchased water for that purpose as well ?

A | don't know.

Q Okay. Do you have any reason to think it
woul d use any other source of water?

A | am not out in the field, so I have no

i dea.
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Q So you don't know whet her the vol ume of
purchased water would include things |ike property
restoration that the Company woul d perfornm?

A | don't know.

Q Now, do you know whet her the 1.25 percent
t hat the Conpany added to the unaccounted for water
percentage in this case, do you know if that water
woul d include things |like main flushing or hydrant
flushing?

A That is nmy understanding.

Q So would you expect that it would include
aut hori zed usage by the Conpany to perform Conpany
functions?

A What do you nean by Conpany functions?

Q To take care of Conpany facilities.

A | don't know.

Q You don't know if the 1.25 would include

that sort of thing?

MR. REI CHART: | guess at this point | am going
to object. If M. Kerckhove knows the answer to
that, that's fine, but he is an accountant. You

know, his testinony pertains to the purchased water
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reconciliation. It seems to ne we are getting into
operations questions here. He did not address those
issues in testinmony. So he is answering a | ot of

t hese questions saying he is not sure. | certainly
don't want the inpression to be left that he is not
sure because he should know and doesn't. He is an
accounting wtness. | don't believe his testinmony
goes into the depth to the questions that M. Satter
is asking, and | think we have kind of moved beyond
the scope of M. Kerckhove's specific testimny at
this point.

JUDGE TAPI A: Ms. Satter?

MS. SATTER: Well, in his testimny he does
include a 1.25 percent adder to the tariffed
unaccounted for water maximum and so | amtrying to
figure out what that 1.25 percent is for, and he has
testified to that in the past. So if you would I|ike,
| can tie it back and that m ght, you know - -

MR. REI CHART: That woul d be fine. | would
also note that 1.25, yes, it is a Conm ssion-approved
number that was di scussed and debated in previous

cases. And in the initial case where it was
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established, it was an operations witness that
provi ded the background for that number.

JUDGE TAPI A:  Well, I will overrule it. I wi l
all ow some flexibility. Ms. Satter, if you can flesh
that out and tie it back to the previous testinony
that M. Kerckhove has done in the past.

BY MS. SATTER: Okay.

Q Let's do this first, though. You would
agree with nme that Illinois-American has tariffs that
set the amounts for unaccounted for water allowed in
each purchased water district, right?

And | am going to show you a docunent
that's been marked as AG Cross Exhibit 1. And if you
could just agree that that is a copy of the tariff,
the Illinois-American tariff, setting forth the
maxi mum percent age of unaccounted for water conponent
for the service areas. Page 1 has a group of them
and page 2 includes South Beloit.

(Wher eupon AG Cross Exhibit 1
was presented for purposes of
identification as of this date.)

A Page 1 is an obsolete tariff.
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Q Do you have a nore --

A Yes, | do.

Q Maybe you can provide it for the record or
at | east provide it for me?

A I f you ask nicely.

(Wher eupon a docunment was
produced by M.
Ker ckhove.)

Q And this is dated June 1, 2008, at the
bottom effective?

A Yes.

MS. SATTER: Now, what | would like to do is
ask to take adm nistrative notice of the nost recent
tariff which is on file with the Conm ssion. | have
a response to a data request which has the February
10, 2007, docunent.

Q But | ooking at them maybe the witness can
tell me what differences there are between these two
document s?

A There is a difference in the maxi mum
percent age unaccounted for water component for the

DuPage County service area.
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Q And what is the new nunber?

A 14. 00 percent.

Q And how about any of the other areas?
A No.

Q And there is an underlined -- some

underlined | anguage on the copy that you have. Coul d
you read that?

A Sur e. "The rates or surcharges approved
shall not include charges for unaccounted for water
in excess of the foregoing maxi mum percent ages
wi t hout wel | -documented support and justification for
the Comm ssion to consider in any request to recover
charges in excess of these maxi mnum percentages."”

Q |s there anything else?

A | have got Karla's name down. So it is
i ssued by K. A Teasley and it is issued pursuant to

Comm ssion Order in Docket Number 07-0425.

Q Now, is South Beloit on there, on the new
one?

A No.

Q Do you know whet her the purchased water

percentage for South Beloit is different than 15
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percent ?

A It is still 15 percent.

MS. SATTER: OCkay. W th those clarifications
then | would move for the adm ssion of AG Cross

Exhi bit 1 and then |I would ask for adm nistrative

notice of the nmore recent one which we can, | think,
submt. | think under the Comm ssion rules tariffs
are - -

JUDGE TAPI A: And you will have a copy for the
court reporter today?

MS. SATTER: We will have to do that at some
poi nt .

JUDGE TAPI A: Any objection, M. Reichart, for
the adm ssion of AG Cross Exhibit 1, page 1 and 2,
along with the changes that have been made on the
record?

MR. REI CHART: No, the Conpany has no
obj ection.

JUDGE TAPI A: Heari ng no objection, AG Cross
Exhibit 1 that consists of two pages with the
corrections made on the record is admtted into

evi dence.
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(Wher eupon AG Cross Exhibit 1
was adm tted into evidence.)
BY MS. SATTER
Q Now, do you see anywhere on that tariff
1. 25 percent, that figure?
A The figure -- while the figure does not
appear on there, on the tariff, the tariff does
i ndicate that where no meter reading is avail abl e,
reasonabl e estimati on procedures can be used for
ot her known purposes.
Q So it is your position that the 1.25
percent falls within that tariff |anguage?
A Yes.

Q Ckay. Now, in the last purchased water

case which was Docket 08-0218, you testified, didn't

you?

A That is correct.

Q And you would agree that that was the first

purchased water case in which this 1.25 percent was

added to the unaccounted for water percentage?

A And that was because the tariff had changed

near the beginning of 2007 to allow for that, yes.
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Q And the change was the change that you read
in just a few m nutes ago?

A The change is that the description of
unaccounted for water conmponent purchased water
surcharge, that includes other known purposes as
determ ned by meter measurement for where no neter
reading is avail able, by reasonable estimation
procedures.

Q And that's the category that you believe
the 1.25 falls within?

A Yes.

Q And | think you already said that 08-0218
case was the first case that that was offered?

A That is correct.

Q Now, in that case, 08-0218, you descri bed
the basis for the 1.25 percent, right?

A Yes.

Q And do you remenber submtting direct
testinony?

A Yes, although | do not have it with ne.

Q Woul d you agree that non-revenue water

i ncl udes both water uses that can be identified and
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accounted for and water uses that cannot be accounted
for, is that right?

A Yes. Non-revenue water includes
unaccounted for water, so unaccounted for water is
actually a subset of non-revenue water.

Q And accounted for water would include water
used by the utility for main flushing and within its
own facilities, isn't that correct?

A If it were metered, it would be accounted
for, such as would, you know, as far as sales to
customers which is metered sales is accounted for.

Q Ri ght. What about water that the Conpany
uses for its own purposes? |s that accounted for?

A If it is used in one of our facilities, it
woul d be metered.

Q Okay. So this 1.25 percent does not
include any water used within your facilities?

MR. REI CHART: Again, | am going to object. To

the extent M. Kerckhove knows, but he is not an

operations witness. You know, | don't know if he
knows an answer to this, but I wouldn't want himto
answer a question that he is not certain of. You
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know, he is not a plant manager. He does not deal
with this type of information. This does not appear
anywhere in his testinony. This is not within the
scope of his testinmony.

MS. SATTER: M. Kerckhove has been a witness
in purchased water cases for several years. He has
recommended this 1.25 percent this year as he did
| ast year. Last year he discussed it. | am not
going -- if he doesn't know the answer, he is an
experienced witness. He can say that he does not
know t he answer . On the other hand, if he testified
to something a year ago, | would expect that it is
within his capability and his know edge.

JUDGE TAPI A: The objection is sustained. | f
the witness can answer and he did testify to it and
he admts to that, | believe he did, that he

testified at some point in this other case.

MR. REI CHART: | don't know if he testified to
t hat specific -- again, | don't have that testinmny
before me right now. | am caught off guard. | don't

know if he was the only witness that testified in

that case or if M. Kaiser testified as well who is
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an operations witness. | believe that may have been
the case; | am not certain.

But, you know, to the extent -- it may
very well be the case he cited to M. Kaiser and
relied on himfor some of the bases of wherever these
guotes are comng from | am just not prepared to
address testinmony froma different docket today
during cross exam nation.

MS. SATTER: This is cross exam nation.
mean - -
MS. REI CHART: Sue, it is supposed to be within

the scope of his testimony in this case and you -- |

mean, you didn't file -- you didn't provide a witness
in this case or the DRs that you asked, | mean, |
don't know where -- | mean, we are trying to be here

and be prepared and, yes, be responsive to the
guestions that you have. But | ama little caught
off here and | don't think M. Kerckhove is -- you
know, he was prepared to respond to questions about
the testinony he provided in this case. | mean,
that's -- | don't know what else to say. Cross is

supposed to be within the scope of the testimony he
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files in this case.

You were a party in that previous case
and had an opportunity to provide cross at that time
for the witnesses that provided testimny in that
case.

JUDGE TAPI A: Okay. Ms. Satter, if you can
rephrase the question and ask the witness if he is
famliar. And if you can answer it, M. Kerckhove,
if you would, please. And if you don't know, just
state you don't know.

BY MS. SATTER

Q So let's go back to what we are talking
about here. The tariff says that there is a maxi mum
of unaccounted for water that can be recovered in a
purchased water docket, correct? |Is that your
understanding of the inplication of this?

A As defined by the tariff, yes.

Q And there is -- there are percentages that
are |isted under maxi mnum percentage, unaccounted for
wat er conponent, correct?

A There are maxi mum percentages, yes.

Q Now, it is the Conmpany's position that in
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addition to that maxi mnum percentage, another 1.25
percent should be recoverable under this
reconciliation?

A Under the definition of unaccounted for
wat er, yes.

Q Okay. So your answer is yes, the Conpany
is asking for another 1.25 percent?

A As it did in the |last case which was
approved by the Comm ssion, yes.

Q Okay. And in order to do that under the
tariff, that 1.25 should reflect authorized
consumption, is that correct?

A Aut hori zed unbilled consunption.

Q Okay. Does that authorized unbilled
consunmpti on include Conmpany use of water?

A Ms. Satter, | will give you the extent of
my know edge in this regard. One of my duties as
manager of rates and regulation is to review what's
call ed Special Accounts. These will be for
muni ci palities that under the terms of their
franchi se agreements are entitled to free water and

also in certain areas Conpany usage as well. | am
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only aware of one account, and that is at the
Woodbri dge office, where Conpany's is one of those
speci al accounts. | am not aware of any other
Conpany facility within the Chicago metro district,
havi ng just reviewed that listing |ast week.

Q Are those accounts metered? The account
t hat you mentioned, | am sorry? What was the Conpany
account that you identified?

A Our Wbodbridge facility.

Q Woodbri dge. Does that account have nmetered
usage?

A It has an account nunber. | would have to
actually look that up to make sure. | am not aware
of any other l|location in the Chicago metro district
that was on that |ist.

Q Okay. So there is no other area within the
Chi cago metro district where there was a speci al
account identified for Company used water?

A Conpany or franchise, correct.

Q Now, do you recall submtting testinony a
year ago in Docket 08-0218?

A Yes.
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Q And do you recall saying, "Because the
Conpany has not historically tracked all forns of
aut hori zed consunption, such as unbilled consunption
for water used for firefighting, street cleaning and
mai n flushing, the Conpany estimtes unbill ed
aut hori zed consunption in accordance with American
Wat er Wor ks Associ ation M 36 Manual "?

A That sounds about right.

Q Would you like to take a | ook at a copy to
refresh your recollection?

A That woul d be nice. Thank you.

(Pause.)

A Okay.

Q And is it also correct that in your
testimony you reference Company cleaning, main
flushing, possibly hydrant flushing, as functions
t hat the Conmpany would perform that would use water?

A Yes.

Q And those functions are then included in
the 1.25 percent that you would then add to the
maxi mum here?

A Yes.
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Q Okay. And what you said a year ago was
t hat uses that can be identified and accounted for
i nclude water used by the utility for main flushing

and within its own facilities.

A That woul d be non-revenue water.

Q Ri ght .

A Yes.

Q And then a subset of non-revenue water is

this 1.25 percent that you are adding back in?

A That's correct.

Q Now, | ast year the Comm ssion did allow the
Conpany to include the 1.25 percent in its
reconciliation, correct?

A Yes.

Q And that was over the objection of the
Attorney General's office and the Village of Homer
Gl en, is that correct?

A Yes.

Q So then again this year you included the
1. 25 percent, correct?

A Yes.

Q And there wasn't any change to your tariff,
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t hough, to reflect the 1.25 percent, was there?

A We included the 1.25 percent under the same
| anguage that was included on both tariffs.

Q So there is general |anguage authori zing
accounted for water -- authorized, excuse ne,
all owi ng aut horized usage?

A For unbill ed authorized consumption for
where no meter reading is avail able by reasonabl e
estimati on procedures such as AWM M 36 manual .

Q But the 1.25 percent does not appear on the

tariff?
A Not explicitly.
Q Not the figure, the figure itself?
A Correct.
Q Now, in your testinmony this year you did

not discuss why you were increasing the maxi num
percent age unaccounted for water component by 1.25
percent, correct?
A It was included in our response to AG 1.09.
Q But it is not in your testimony, is it?
A Not explicitly, no.
Q

Now | et me draw your attention, again, to
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Section 655.30, but this time | would |like you to

| ook at Subsection D. Wuld you agree with me that
t hat says, "The determ nation of costs recoverable
from customers through the purchased water sewage
treat ment surcharge shall not include water used in
and/ or sewage treated for facilities either owned or
| eased by the utility"?

MR. REI CHART: Again, | don't have an objection
t hat he responds if he knows, just subject to the
caveat that he is not giving a |legal interpretation.

JUDGE TAPI A: Okay.

A 655.30(d) states that, "The determ nation
of costs recoverable from custonmers for the purchased
wat er / sewage treatment surcharge shall not include
wat er used in and/or sewage treated for facilities
ei ther owned or |eased by the utility."

Q Okay. Now, did you review that section
before you submtted your testimony in this case?

A No.

Q Did you make any adjustment to the 1.25
percent authorized consunmption to renove water used

for facilities either owned or |eased by the utility?
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A | am not aware of any adjustnents to the
purchased water sewage charge reconciliation.

Q For purposes of removing water used for the
Conmpany's use?

A You are assum ng then that they are
included in our total revenues, and |I don't know
that's the case.

Q Okay. But no adjustment was nmade one way
or the other?

A No.

Q Okay. Now, for each of the districts you
have Exhibits A through D, correct?

A That is correct.

Q And specifically -- let me just do this.
For some of the districts the unaccounted for water
exceeded the maxi mum percentage in the tariff and in
some of the districts it didn't, right? And |I am

| ooki ng kind of general.

A I n general.
Q Yeah. Well, maybe we will go through them
just to make it a little easier. Starting with

Al pi ne Heights, is the percentage of unaccounted for
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wat er shown on Exhibit C? 1Is that correct?

A Yes.

Q And for Al pine Heights for the cal endar
year, there is a negative 6.41 percent. Does t hat
mean that the Conpany sold nmore water than it took
in?

A The reconciliation is a reconciliation.
So, therefore, we can either sell nmore than what we
pay for. This issue has been explained in numerous
purchased water reconciliations. W have expl ai ned
to the Attorney General multiple tines.

Q Before you go on, | am not asking any
guestions about it. | think the question was, is
this the figure? 1Is this where it is?

A That's not what you were asking ne.

Q My only question is, is the negative 6.41
t he unaccounted for water calculation for Al pine
Hei ghts for the cal endar year?

A Your question was are we selling nmore water
than we are buying.

Q Ckay. Let me strike that question then.

It is a negative unaccounted for water
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figure?

A That is correct.

Q And for April through December the negative
unaccounted for water is 5.59 percent for Al pine
Hei ghts, correct?

A Negative 5.95 percent, yes.

Q Whi ch figure do you use generally, not
necessarily for Al pine Heights, but generally in your
cal culation? Do you use the April to Decenmber or the
cal endar year figures when you are doing an analysis
for unaccounted for water?

A I n which anal ysis?

Q W will go to the next section. But in
Al pi ne Heights there was no adjustnment necessary to
account for unaccounted for water in that district,
is that correct?

A There is no adjustnment, no.

Q Now let's go | ook at --

A What do you nmean by adjustment?

Q There is no anount renoved -- there is no
amount removed from the reconciliation to account for

an over age.
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A Ckay.

Q Now let's go to Chicago Suburban.

Chi cago Suburban, Exhi

bit C shows at

Now,

the bottom

for

maxi mum unaccounted for water per tariff, 13 percent?

and the Conmpany's current

cal endar year 2008 was 14. 36 percent

A Yes.

Q And that's consi stent

A Yes.

Q And the actual

exhibit, correct?

A That is correct.

Q And the actual

December through -- |

December

colum, Accunmul ative Unrecovered or

am sorry,

A That is correct.

with the AG Exhibit 1

tariff, correct?

unaccount ed for water

unaccount ed for water

from April to

2008 was 13.427 percent, right?

Q Now, if we go to Exhibit D, the | ast

Supply Charge Vari able Cost?

right

A Yes.

Q The second to the | ast

colum says Cost

of Wat er

line of that

Exceedi ng the

for

for

Over -recover ed

far

as shown on this
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Non-revenue Water Level of 14.25 Percent During the
Year. That's what it says, right?

Correct.

And the amount is 1,2207

Yes.

Now, is that doll ars?

> o > O P>

Yes.

Q So that is an amount that the Conmpany is
not entitled to recover because there was nore
unaccounted for water than authorized, is that
correct?

A The cal endar year amount, yes.

Q So you are using the cal endar year, not the
ni ne mont hs?

A That is correct.

Q Okay. Now, the 14.25 percent that you
included in this calculation reflects or includes the
1.25 percent that the Company is adding to the
tariffed amount ?

A For you unbilled authorized consunption,
yes.

Q Now, if we were to renove that -- let's do
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it this way.
Cal cul ation of UFW factor is on the
bottom | eft of Exhibit D. Are you with me there?

A Yes.

Q So the metered usage, 584,761, that's per
Exhibit C, is this usage, is this nmetered usage that
t he Conpany billed?

A Yes.

Q So this is nmetered billed usage, billed to
customers, correct?

A Yes.

Q But the Company is allowed under the tariff
to receive the 584,000 plus another 13 percent in the
Chi cago Suburban area, is that right?

A Pl us an amount for unbilled authorized
consunmption, yes.

Q Thi s maxi mum al |l owed plus UFW does t hat
include 13 percent?

A The 672,139 reflects 13 percent.

Q Okay. And then the next |ine, maxi mum
all owed plus NRW does that include the metered

billed amount plus 14.25 percent to include the 1.25
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t hat we have been tal king about?

A Actual Iy, your mathematics aren't correct.

Q Okay. Well, why don't you tell me how it
is done?

A You don't add 14.25 percent to the metered
usage because it is based upon the anount billed or
i nvoiced from our vendors. So you would actually
take your 584,761 and divide it by one m nus 14.25
percent .

Q Thank you. That's why | am not an
account ant . But in any event, the maxi num all owed
plus UFS reflects 13 percent and the maxi num al |l owed
plus NRW reflects the 14.25 percent?

A Yes.

Q And the next |ine, Metered Usage Plus UFS,
why don't you explain what that i1s?

A That is the ampunt that we are actually
i nvoiced from our vendors on.

Q So the metered usage is fromthe vendors --
is the vendors. The metered usage above is billed to
customers, is that right?

A The metered usage of 584,761 is the amount
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billed to customers. The 682,790 is the amount that
we are invoiced from our supplier.

Q And because you were invoiced nore than you
billed your custonmers, the difference is non-revenue
water, is that correct?

A It's the difference between the anmount that
enters our system and the anount that gets to
customers.

Q That's billed to customers.

A Billed to custoners, yes. That's
non-revenue water.

Q And so what you did was you took the tota
amount in metered usage plus UFW that 682,790 and
you subtracted the maxi num all owed plus NRW
reflecting the 14.25 percent, right?

A Yes.

Q And then that left you with an 853 unit
adj ust ment ?

A | think they are in thousand gall ons.

Q Okay. That would be thousand gall ons
because then you would tinmes it by the rate?

A For a thousand gall ons, yeah.
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Q And you get a dollar adjustment?

A That is correct.

Q So if you were to not apply the 1.25
percent, if you were to use a 13 percent reflected in
the statute, in the tariff, rather than the 14.25
percent reflecting this additional anount, you would
take the 682,790 and subtract the maxi mum al | owed
plus UFW being the 672, 139?

A |f you were using 13 percent?

Q Yeah.

A The amount on the 853 that's cal cul ated by
subtracting 681,937 from 682, 790 woul d change to the
di fference between 682, 790 and 672, 139.

Q Okay. And then the amount of the
adj ust ment woul d change as well ?

A Yes.

Q So if we just do that really quickly, just
for illustration purposes, | don't know if you have a
cal cul ator with you.

A No, | don't.

Q Okay. WIIl you accept subject to check

that the difference between 682, 790 and 672, 139 is
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10, 6517

A Yes.

Q OCkay. And then you would multiply that
times 1.4297 to arrive at the adjustment?

A Yes.

Q And, again, subject to check that would be
$15,227.70? |If you want to use a calculator, I am
happy to share.

A Subj ect to check.

Q Fair enough. So that 1.25 percent resulted
in ratepayers paying nore than they would have paid
had that 1.25 percent not been added and in this case
about $14,000?

A Actual ly, they haven't paid it yet.

Q Be responsible for?

A Yes.

Q Now, you would agree with me at Fernway
there was no adjustment for unaccounted for water, is

that right?
A That is correct.
Q And in Fernway actually the unaccounted for

wat er was only 8.71 percent, right?
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A Yes.

Q And the cap --

A 13. 64 percent.

Q So the Conmpany did quite well in this area,

woul d you agree with that?

A What do you nean by the Conpany did quite
well in this area?

Q Their unaccounted for water was relatively
| ow?

A | will agree with the unaccounted for water
was relatively |ow, yes.

Q Fair enough. Fair enough. And you also
agree with me that for the Moreland area there are
various problenms and there is no unaccounted for
wat er adj ustnment in Morel and?

MR. REI CHART: Obj ection. Can you clarify
various problens?

Q Well, let's strike the question and just
say there is no unaccounted for adjustment in
Mor el and, correct?

A That is correct.

Q Okay. And, in fact, there is a negative
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unaccounted for water percentage in Morel and,
correct?

A As there was for Al pine Heights, yes.

Q And it is over 90 percent, isn't it?

A Yes, it iIs.

Q Now, in Southwest Suburban area the
unaccounted for -- the maxi mum percentage unaccounted
for conponent is what under the statute?

A The maxi mum percentage per the tariff is
12. 0.

Q And according to Exhibit C for Southwest
Subur ban, the actual unaccounted for water for
cal endar year 2008 was 14.85 percent, right?

A That is correct.

Q And on Exhibit D you cal cul ated an
adjustment to renove some of that unaccounted for
water from the reconciliation, correct?

A Al most $205, 000, yes.

Q And if you were to not include the 1.25
percent, then the adjustnment would have been even
hi gher, wouldn't it?

A Yes.

76



10

11

12

13

14

15

16

17

18

19

20

21

22

Q And the cal culation that we did for Chicago
Subur ban we could do for Southwest Suburban, too,
couldn't we?

A It would be a simlar calculation, yes.

Q Okay. And woul d you accept subject to
check that the adjustment would be $359,831?

A | don't know the amount, but | will agree
subj ect to check. Excuse ne. | s that over and above
t he 205, 0007

Q No, total, total.

A Just wanted to make sure.

Q Now, DuPage has per the statute -- per the
tariff, excuse nme, for DuPage the unaccounted for
wat er percentage is 14 percent per your tariff,
correct, pursuant to the June 10 -- with the June
modi fication?

Now, actually, let me strike that
guestion and go directly to Exhibit C. Exhibit C
shows the maxi mnum unaccounted for water per the
tariff is 13.41 percent, is that right? That's what
Exhi bit C says.

A That's what it says.
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Q But the actual unaccounted for water for
cal endar year 2008 was 18. 84 percent for DuPage
County pursuant to Exhibit C, is that right?

A Yes.

And going to -- | am sorry.

A Can | clarify something on this? It is

saf e. It is harml ess.
Har m ess to whont?

A | believe the 13.41 percent may be a
proration between the two tariffs because it did
change in m d-year.

Q OCkay. That woul d expl ain. | appreciate
t hat .

So in DuPage you used 13.41 and then
you added the 1.25 on Exhibit D, correct?

A Yes.

Q In the same way that it was done for
Chi cago Subur ban.

A Sout hwest Suburban as wel | .

Q And Sout hwest Suburban. And will you
accept subject to check that if that 1.25 were

removed, the total adjustment would be $64,941?
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A | will agree subject to check.
Q Now, Wayci nden you have revised?
A Yes.

Q So | ooking at Waycinden, the new, the
revision, the one that was produced today, the
maxi mum unaccounted for water per tariff was 14
percent and for cal endar year it was 15.03. And, in
fact, conpared to the original exhibit for Wayci nden,
t he unaccounted for water is reduced somewhat because
in the original it was 15.65 percent for cal endar
year 2008.

A Yes.

Q Now, | ooking at the revision Exhibit D, it
| ooks to ne under the cal cul ati on of UFW factor, you
have a nunmber under Metered Usage Plus NRW Greater
t han Max, and then there is, it looks like, it is a
negative 497, is that right?

A Because it is a 497, we don't actually --
because it is a negative nunber, we don't actually
include it.

Q So that nmeans that the unaccounted for

water was | ess than the sum of the tariffed 14
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percent and the 1.25 percent?

A That's correct.

Q But it was higher than the 14 percent?

A Yes.

Q Okay. So if you wanted to remove the 1.25
percent, you would conpare the 192,423 thousand
gal l on number to the maxi mum all owed plus UFW which
is 190,116, right?

A But it wouldn't be the UFW maxi mum pl us
1. 25 percent. It would be something |ess. But it's
the sanme -- you would be taking the difference
bet ween the sanme set of nunbers as you would for
Sout hwest Suburban, Chicago Suburban, yes.

Q And then you would multiply that volunme by
3.47 to get the dollar adjustment?

A Yes.

Q Okay. | guess we could just do that, you
know, for purposes of the record. So that would be
-- so that would be a difference of 2,307 times 3.47,
an 8, 005 adjustment, would you accept that subject to
check?

A | will accept that subject to check, yes.
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Q South Beloit seens like it is presented
slightly differently. |f you could go to that set of
exhibits, it appears from Exhibit C, page 1, at the
very bottom, Total for the 12 Most Recent Months,

t hat the unaccounted for water percentage is 17.35
percent, is that correct?

A That's correct.

Q And then your Schedule D is not presented
in exactly the same way as the other districts,
right?

A The information is actually cal cul ated on
Exhi bit C because South Beloit does it a little bit
different. If you would like, I can explain why it
is different.

Q If you could just tell nme on Exhibit D,
page 2 of 3, there is a |line Unaccounted For Water in
Excess of Tariff and that's 3,992. s that the 15
percent for South Beloit plus 1.25?

A | believe that reflects the difference
bet ween the 17.35 percent and the tariff amount of 15
plus the 1.25 percent for unauthorized consunption.

Q So it does include the unbilled authorized?
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A Yes.

Q Is there anywhere on exhibit -- any of the
exhibits, A through D, for South Beloit, that break
down the calculation |ike they were broken down for
t he other districts?

A Because South Beloit is a little bit
different, we just did everything on Exhibit C and
added some additional colums.

Q Wul d t hat be C1?

A No, on Exhibit C, the last colum. As you
can see, the total of 3,992 gets carried over to
Exhi bit D.

Q Okay. So metered usage is the sanme as
met ered usage in the box at the bottom of Exhibit D

for the other districts, is that right?

What | would Iike you to point out is
where -- is metered usage plus UFW including the 15
percent tariffed amount? | mean, where can we
isolate the 1.25 percent on this exhibit |ike we

could on the other exhibits?
A | believe that the metered usage plus UFW

of 33,506 is the anmount that we actually get invoiced
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fromthe City of Beloit.

Q OCkay. So this is the amount comng into
your system?

A That is correct. As you can see, the
amounts in that colum matches the metered usage plus
unaccounted for water usage ccf which is the third
numeric colum on Exhibit C

Q Met ered usage?

A The third numeric colum.

Q Met ered usage. And that one, is that the
City of Beloit or is that the one to the consumer?

A Met er ed usage should be the quantity that
we bill our customers. | could explain to you how
this works, if you would Iike.

Q Okay, hold on.

A It is alittle bit different.

Q Okay, why don't you walk through it?

A Our agreement with the, | believe it is
with, the City of Beloit allows the City of Beloit to
add on -- add 21 percent for unaccounted for water.
So the City of Beloit adds 21 percent to the anount

of metered usage, which calculated correctly ends up
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in unaccounted for water of or non-revenue water of
17.35 percent roughly. As you can see, it varies
slightly from month to nonth.

Q So is that the water going through the
city's meter is then increased by 21 percent? 1Is
t hat what you are saying?

A The amount from our usage that we bill to
our custonmers gets bunped up 21 percent on top.

Q So the same anmount to the consuners is
i ncreased 21 percent, okay. But you could only
recover 15 percent per tariff and through your point
of view 15.25 percent, so the difference is a
di sal | owance?

A Yes. Keep in mnd when | say they are
addi ng on 21 percent, as | indicated to you, the
cal cul ation of non-revenue water is actually dividing
t he amount invoiced by one mnus the percentage. So
that's why it actually is the same as roughly 17.35
percent .

Q Okay. So the 17.35 percent is really the
number that's consistent with the other numbers that

we have been using?
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A That is correct.

Q Okay. So can you identify what portion or
what the unaccounted for water in excess of tariff
amount would be if you did not include the 1.25
percent for the City of South Beloit?

A | would have to change the spreadsheet to
cal cul ate that for you.

Q Okay. So for the City of South Beloit it
is just not as apparent as it is for the others?

A Correct.

Q But if you were to renmove the 1.25 percent,
t he adjustment, the amount removed from the
reconciliation would be higher than it is in your
schedul e?

A It would be greater than 3,992 on the
schedul e, yes.

Q Okay. Now, | also have some questions for
you concerning purchased sewer. And when you
prepared your schedules for the purchased sewer
charges, you followed the Conmm ssion rules, right?

A To the best of ny know edge.

Q And you did not attenpt to provide a unit
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cost for purchased sewer, is that correct?

A We prepared our tariffs in conpliance with
-- 1 don't have Part 650 in front of me, but as |
indicated in my testinmony in the |ast case, yes.

Q And | think as you indicated in your
testinony in the last case, if the Comm ssion
directed the Conmpany to provide a unit cost for sewer

treatment costs, that would be possible?

A Yes.
Q Now, | have some questions about this sewer
treat ment charges. | would like to start by asking

you sonme questions about Country Club Service
District and also this is the response to AG Dat a
Request 1. 14. Now, the response shows the tariffs
for purchased sewer over a period from | believe it
is, April 1, 2006, through October 1, 2009, is that
correct?

A Wel |, because the question asked for the
tariff sheets for purchased sewer charge for 2007, 8
and 9, | included the July 1, 2006, Country Club
tariff.

Q And we could go through these tariffs and
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know what anmount was on consunmers' bills for the
periods of time covered by these tariff sheets,
right?

A That is correct.

Q So if you could just -- you know, | am
goi ng wal k you through some of these just so we have
what the anmounts are without going through any nore
detail, just the amounts. Let's start with the | ast
page which is July 1, 2006. In the Il ower right it
says effective July 1, 20067

A Yes.

Q The colum on the right that says RMSC, is
t hat the amount that the consunmer pays that appears
on the bill?

A When this tariff was in effect, that would
have been the ampunt that a residential customer
woul d have been charged per month for purchased
sewage treatment.

Q And that anount was the same regardl ess of
how much water the consumer used, correct?

A It is a flat amount.

Q So consumption is irrelevant to this
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charge?
A

Q

That's correct.

And so July 1, 2006, the cost was 16.50 per

mont h, correct?

A

Q

exhi bit.

Yes.

Now let's go to -- just cone back into the

April 1, 2007, is the next one. And the

charge increased to $20.54 a nonth, correct?

A
Q
i ncreased
A
Q
i ncreased
A
Q
right?
A

Q

Yes.

And then a year later, April 1, 2008, it
to $29.48 a nonth, correct?

Yes.

And a few nonths later, July 1, 2008, it
to $30.27 a month, right?

Yes.

And January 1, 2009, it dropped to $23.92,

Yes.

And a nmonth |ater, February 1, 2009, it

went up again to $27.04, correct?

A

Q

Ri ght, as explained on the cover page, yes.

And that's included in the exhibit. April
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1, 2009, it increased again to $34.30, correct?

A As a result of doing the annua
reconciliation, yes.

Q And October 1 the Conpany increased it by
about $10 to $44.85, right?

A Yes.

Q Okay. Now | would |like to show you what |
have marked as AG Cross Exhibit 3. This was produced
in response to AG Data Request 1.1. Do you recogni ze
this letter?

(Whereupon AG Cross Exhibit 3
was presented for purposes of
identification as of this date.)

A Yes.

Q And in the |ast paragraph of the first
page, do you explain why you -- let nme go back for a
m nut e.

In the | ast paragraph of that page, do
you ask for special anortization of costs related to
purchased sewer treatment for the city of Elnmhurst?

A Yes.

Q And you say in the letter
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"I'l'linoi s-American incurred additional

pur chased

sewer treatment costs during the five days that

sewage flows exceeded the contract |

right?

A Yes, when the anmpunt of

exceeds a certain Ilimt, then a higher

effect.
Q And that's what

A Yes.

Q Okay. So it | ooks

imt," is that

sewage fl ows

happened in 20087

i ke the manager

rate goes int

of

accounting for the Conmerce Conmm ssion agreed that

you could amortize this excess anount over three

years, right?
A Yes.

Q And so the Apri

treat ment charge of $34. 30,

1, 2009,

di scussion with the Conmm ssion?

A | believe that it was,

is that

purchased sewer

a result

yes.

Q Ckay. But then on October

of this

1, six nmonths

| ater, the Conpany increased the purchased sewer

charge to $44. 85. | s that

charges discussed in this

related to the additional

letter

of

March 12,

2009,

o
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which is AG Cross Exhibit 3?

A During the first six months of 2009 was a
very wet period in the Chicago metro area and we
incurred additional high flows that resulted in
hi gher charges fromthe City of ElI mhurst.

Q So when the flows exceed a certain anount,
the City of Elmhurst increases its charges in what
way? How do they do that? 1Is it a set amount? |Is
it per unit?

A It is per unit.

Q s it per unit of the anount over the
maxi mum t hat you are all owed?

A | don't know the specifics of it. | have
seen a spreadsheet, but | don't know how it gets
measured by the City of Elmhurst, if it is for an
hour, if it's gallons per mnute, flow for a certain
time frame that the City can gauge how much is
entering its system and that is how it is able to
cal cul ate that anount. It is not for, for exanple, a
whol e day or multiple days. It is for a time period.
And | would actually have to go back to the village

or City of Elmhurst for exact calcul ations for each
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one of these.

Q Are the additional charges based on a
period of time then that the flows exceed the amount
allowed? |Is that |ike a per day maxi munm?

A No, that's what | was trying to explain is
that it is not actually per day. It is gallons per
m nute flow, but | don't know if -- | have tried to
calcul ate them nyself saying, okay, | am | ooking at
one day and I am | ooking at the anount treated, and
it doesn't match what is on the bill because it is
not really for a conmplete day. It is during that
time period where we have actually exceeded those
l[imts. So it could be in the mddle of a day. | t
could stretch multiple days. It could be a part of a
day. But it is not for a full day.

Q Okay. And the Company was aware of these
maxi mum -- these maxi nunms?

A | believe when we acquired the Citizens'
area, that is included in the contract that we also
acqui red.

Q So it is part of the contract with the City

of El mhurst. What has the Conmpany -- what action has
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t he Conpany taken to address the problem of the sewer

fl ows exceeding the contract Iimt?
MR. REI CHART: Obj ecti on. | believe this is --
A | want to answer that. W have actually

done a couple of things.

Q Does that nmean you withdrew your objection?

MR. REI CHART: | guess | have been overrul ed by
my witness.

A We actually have been replacing some of our
sewer mains and we expect our flow numbers to
decrease. We have al so have revised our grant and
| oan tariff program And part of the problem we
believe, results froma set group of customers that
have perimeter drains that are draining into the
sewer system And so we are revising our tariffs so
t hat we can give them grant noney and | believe it is
interest free loans, in order for those customers to
renove those drains that go into our system And we
believe that that will assist in reducing this
probl em and hopefully elimnate it.

Q Okay. So these excess flows are a result

of water comng into the sewer system that m ght not

93



10

11

12

13

14

15

16

17

18

19

20

21

22

be com ng through the water system is that right?

A Coul d be. | mean, we see these when we
have high amounts of rain in a short period of tinme.

Q Woul d you consider this inflow an
infiltration?

A Again, | mentioned it is a combination of
two things. But | amreally not an expert when it
comes to, you know, that kind of matter.

Q Okay. Do you know what | nmean when | say
inflow and infiltration?

A In other words, ground water sweeping into
our drains, as opposed to water that comes into the
house and goes through drains, toilets, etc.

Q Ri ght . Now, October 1, 2009, the nonthly
purchased sewer treatment fee increased to $44. 85.
This $44.85 does not include the money that is
deferred as a result of this letter of March 12,
2009, asking to anmortize?

A That anortization still stays in place.
This is on top of that anortization.

Q So 34.30 reflects the anortization of the

excess fees for 2008, right?
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A Yes.

Q Then in 2009 you again incurred excess
charges so you had to add another $10 on top of that
amortization for 2008, right?

A We incurred those additional costs during
the first six months of 2009, | believe.

Q Do you expect there to be any deferral as a
result of that, as a result of the 2009 increased
costs?

A | believe that we requested a two-year
anmortization of those costs as well.

Q Of the 20097

A Yes.

Q Does the 44.85 reflect an anortization of
some of those 2009 costs?

A Yes.

Q So to the extent that you continue to incur
t hese excess fees, this will ranp up this monthly
charge, won't it?

A |f our work that we, as | indicated
earlier, that we performed, we hope that that wil

reduce these flows. W also hope that our grant and
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| oan programwi |l also elimnate this problem

Q How far along is the project to replace the
mai ns?
A | don't know what the whole, you know,

project goal was. But it is my understandi ng that
what ever we were planning on doing in the Country
Club area has been conpleted. That has been | ate
fall of 20009. So it's too early really to evaluate
the effect.

Q And customers in that area pay
[I1inois-American for collection, right, for sewer
coll ection?

A | believe so.

MS. SATTER: Okay. | would |like to move for
the adm ssion of AG Cross Exhibits 2 and 3.

JUDGE TAPI A: Before | ask the parties if they
have an objection, let me go back to AG Cross Exhi bit
Number 1. M . Knepler, you are so quiet that |
failed to ask if you have any objection to the
adm ssion of AG Cross Exhibit 1.

MR. KNEPLER: No obj ecti on.

JUDGE TAPI A: M. Reichart, do you have an
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objection to the adm ssion of AG Cross Exhibit 2 and
3?
MR. REI CHART: No obj ection.
JUDGE TAPI A: M . Knepler and M. W I cox?
MR. W LCOX: No obj ection.
JUDGE TAPI A: Hearing no objection, AG Cross
Exhibit 2 and 3 is admtted into evidence.
(Wher eupon AG Cross Exhibits 2
and 3 were admtted into
evi dence.)
BY MS. SATTER
Q Now | would |like to ask you sonme questions
about Exhibits A through D for the sewer treatment
charges.
MR. REI CHART: May | ask you, how nmuch tinme do
you think you have left?
MS. SATTER: Maybe 15 m nutes.
MR. REI CHART: Wuld you mnd if we took a
qui ck break?
JUDGE TAPI A: Sure, absolutely. Five, ten
m nut es?

MR. REI CHART: Five mnutes is fine.
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JUDGE TAPIA; we will take a recess for five

m nut es.
(Wher eupon the hearing was in a
short recess.)

JUDGE TAPI A: Back on the record. Ms. Satter,
if you want to continue your cross exam nation?

MS. SATTER: Ckay, thank you.

JUDGE TAPI A: The wi tness has been sworn.

BY MS. SATTER

Q | want to ask you a few questions about the
exhibits for the purchased sewer area and maybe we
can start with Country Club Service District, Exhibit
A.  And ny question, nmy first question, is under
Paragraph 1 it says rate per thousand gallons from
Exhibit B, 2.722. Is that the rate that the Conpany
pays to the supplier?

A Yes, | indicated on Exhibit B it is from
t he December 18, 2008, letter fromthe City of
El mhur st .

Q Okay.

A So that was going to be the rate for 2009,

| believe.
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Q So that's the 2009 rate. Do you know what
the 2008 rate was?

A | don't have all of my work papers fromthe
| ast case.

Q Wul d that be on the schedules, the tariff
pages that we tal ked about previously?

A | will take a look. | don't believe so.

Q You don't believe so0?

A | don't see anywhere on here the 2.722.

The number is famliar to me as the rate that we were
payi ng for 2009.

Q Okay. Now, but isn't this supposed to
reconcile 2008?

A This has the charges for 2009 begi nning
April 1. The reconciliation anmount is reflected on
Exhi bit D.

Q And that will show the --

A So Exhibit D shows our actual cost recovery
and shows the actual cost of sewage treatment at the
rates in effect. In other words, that information is
taken straight fromthe invoices fromthe City of

El mhur st .
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Q For 20087

A Yes.

Q So this is |ike accumul ati ve nunbers as
supposed to per unit number?

A So Exhibit Dreally is the reconciliation.
Exhi bit A calculates the rate going forward. That
includes the information from the reconciliation.

Q Okay. So then if we go to Paragraph 3,
Total Cost per Thousand Gallons 3.210, that's the
charge that's -- that's the unit charge that is
incorporated into the nonthly charge, is that right?

A Yes.

Q And that takes into account various over
coll ections and under collections over the year?

A Prior year R conponents and O conponents,
yes.

Q Just for the record, is there an easy way
to describe an R-Factor and an O Factor for the
record?

A An R- Factor would be a reconciliation
amount that would be cal cul ated by the Conpany. So,

for example, on Exhibit D the utility determ ned
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reconciliation component of $67,237 would be an

R- Factor. And O Factor would be a Comm ssion-ordered
factor which may result from something that we

di scussed earlier today in regards to Wayci nden, a
number changed, and therefore | am recomendi ng that
the Comm ssion institute an O Factor of approximtely
$1600.

Q Okay. So the O Factor is an adjustnent as
wel | ?

A A Comm ssion-ordered adjustnment as opposed
to a Conmpany-proposed adjustnment, yes.

Q So at the end of this case does your
R- Fact or become an O-Factor if all goes according to
your plan?

A No, it will still be -- | am sorry, are you
tal ki ng about the Wayci nden one?

Q No, for exanple in this --

A This would be an R-Factor since it was
recommended by us. There were no adjustnments
proposed by Staff. And if the Comm ssion doesn't
make any additional adjustments, then it will be just

an R- Factor.
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Q Oh, so the Ois in addition to the R?

A That is correct.

Q Thank you. So you have here as a result of
t he various adjustments a unit cost of $3.21 which is
hi gher than the unit charge from the supplier,
correct?

A Because it reflects prior year under
recoveries, yes.

Q Ckay. | ncl uding things |like the excess
from 20087

A For exanmple, the Exhibit D amount of 67,237
anortized over three years which would be the
22,412. 18.

Q Now, in Paragraph 4, Average Monthly Water
Treatments for Residential Customer, does your
formul a assume that each customer will use 10.68
t housand gall ons of water, that the demand is equal
to 10.68 thousand gall ons?

A This is just a treated vol ume anount
di vided by billing units. It has -- if you are
trying to say is that how nmuch water usage a custoner

uses, it's not based upon water usage. It is based
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upon a four-year average, | believe, of volunes
treated.

Q So the 10.68, is that the equival ent of
t housand gallons? |Is that the unit of measure?

A Yes.

Q And so it's an average of the sewer vol une,
correct? In other words, total sewer volume divided
by total number of custoners?

A After subtracting out your | arge
commerci al s, yes.

Q Ckay. And --

A Because it also includes apartments which
are -- it is adjusted for that factor.

Q So apartments pay slightly |ess?

A Yes.

Q They pay 85 percent of what a single famly
home pays?

A Correct.

Q And for the Valley View area, |ooking at
their Exhibit A, Valley View, the volume that's
attributed to each customer is 11.68, correct?

A That's the total treated volunme | ess the
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commer ci al amount divided by the billing units for
t he base peri od.

Q Now, you would agree with me that in the
Chi cago metro area the average water demand is around

5,000 gallons?

A Maybe a little higher. | think we may have
said -- it mght have been 6, 000.

Q Five to six thousand, maybe? Do you
remenber -- did you attend any of the public hearings

in connection with Docket 09-0319 in the Chicago
metro area?

A Yes.

Q Do you remenmber Kevin Hillams (sp) talking
about the average usage in the Chicago metro area?

A | don't have his presentation with me, so |
couldn't tell you.

Q But do you remenber that he tal ked about
t hat ?

A | really don't remember the specifics,
other than listening to his testinmony.

Q As you know, there was a court reporter

t here. Now, Country Club, that would be in -- is
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t hat Wheaton or Homer Glen and M. Prospect, probably
M. Prospect, don't you think?

A | don't know offhand.

Q Ckay. But your recollection is that the
average usage is between five and six thousand?

A Probably sonmewhere in there.

Q Aver age water consunmption, we should say.

Okay. Now, does the Company track how

much of the waste water is produced by the Conmpany in
mai ntaining its own facilities, how nuch of the waste
wat er vol ume?

A | don't believe that we meter any waste
wat er .

Q And you don't track it in any other way?

A Not that | am aware of.

Q Do you think that the difference between
t he average water usage, the average metered water
usage, and the average sewer volume, do you think
that that's caused by water outside your system, you
know, the inflow and infiltration effect?

MR. REI CHART: Again, | am going to object.

don't know that this witness is the appropriate
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witness to ask these types of operation engineering
type questions.

MS. SATTER: He's already tal ked about inflow
and infiltration.

MR. REI CHART: Well, on a very limted level in
response to your sonewhat | eading questions, would
you agree?

MS. SATTER: Well, | amentitled to do | eading
guestions. This is cross exam nation.

MR. REI CHART: But what | am saying is he did
not initiate that. It is not as if he discussed that
is in his testinmony, Sue. Again, | don't have a
problem with him generally speaking to these things,
but again we are dealing with a rates accountant. I
don't think that it is appropriate, you know, in the
record to have himrespond to sonmething and then make
that -- you know, we treat that as the Conmpany's
position from an operations perspective. | just

don't think that's right.

JUDGE TAPI A:  Well, | can understand
M. Reichart's frustration, not knowi ng -- or
actually going beyond his testinony, but |I will allow
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t he question and, M . Kerckhove, if you don't know,
you don't know. And if it is too general --

A Wth regards to Valley View, | just don't
know.

Q OCkay. You don't know if inflow and
infiltration is causing the discrepancy between the
met ered water usage and the sewer flows?

A | don't know with regards to Valley View,
no.

Q But for Country Club you believe it i1s?

A That isn't what | said. | said that we
believe that there are a couple of itens that are
contributing to it.

Q Ckay. Fair enough. Fai r enough. Looki ng
at the Rollins Exhibit A, is it correct that for
Rollins the Conmpany is attributing 13.46 thousand
gal | ons per customer as part of its purchased sewer
charge cal cul ati on?

A That is the quantity that's being used to
cal cul ate the monthly charge, yes.

Q And the charge from the supplier in Rollins

is indicated on Exhibit A as $1.06, is that right?
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A That's correct.

Q And the charge to Illinois-American
customers per thousand gallons is $1.28, correct?

A Which reflects the items in, you call it,
Par agraph 3, yes.

Q And for Valley View, the rate fromthe
supplier is $1.3797 shown on Exhibit A of Valley View
Service District?

A Yes.

Q And the charge per thousand gallons to
Il 1inois-American custonmers is $1.822, is that right?

A Which reflects the reconciling items in
Par agraph 3, yes.

Q Ckay. Now, you include in your exhibits
the nine months, | believe it is April to Decenber,
right?

A Per the Comm ssion's rules, yes.

Q But then in your calculations you use the
12-month figures, the 12-month results?

A No. The rates, for exanple, on Valley
View, the estimated treatnment treated volume of

291,998 is actually an April through Decenber, so it
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is the nine nonths. Because we are calculating a
nine-month rate from April through December.

Li kewi se, the anmortization amounts in Paragraph 3 are
al so nine nonths.

Q Okay. And that's on -- because everything
is frozen from January, February and March?

A It's because of the Comm ssion's rules, and
this is when we are filing the new tariffs per the
Comm ssion's rules for the reconciliation.

Q Do you know the reason behind that nunber?

A No.

MS. SATTER: | think that's all | have, if I
can just have one m nute.

(Pause.)
Yeah, yeah, | have nothing further.
Thank you.

JUDGE TAPI A: M . Knepler or M. W cox, any
cross exam nation for M. Kerckhove?

MR. W LCOX: Not hi ng here.

JUDGE TAPI A: Any redirect?

MR. REI CHART: Can | just have a m nute?

JUDGE TAPI A: Sur e.
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(Wher eupon the hearing was in a
short recess.)

JUDGE TAPIA: We will go back on the record.
Let me ask you, M. Reichart, do you have any
redirect?

MR. REI CHART: No, we don't.

JUDGE TAPI A: Thank you. Prior to going on the
record | discussed with the parties dates for briefs
and reply briefs. The parties agreed to actually
file their briefs on e-Docket on January 29, 2010.
Reply briefs will be due February 10, 2010.

Staff has asked us for nmotion for
| eave to anmend the direct testimny of M. W/ cox.
It is granted and it will be due on January 8 of
2010.
M. Reichart asked to admt Exhibits
| AWC 1.0 and attached exhibits. Ms. Satter, do you
have any objection to the adm ssion of those
exhi bits?
MS. SATTER: No.
JUDGE TAPI A: M . Knepler or M. WIcox, do you

have any objection to the adm ssion of those
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exhi bits?

MR. W LCOX: No.

JUDGE TAPI A: Then hearing no objection,,
II1inois-American Water Conmpany 1.0 and attachments
or Exhibits A, B, C, Cl and D are admtted into
evi dence.

(Wher eupon | AWC Exhibit 1.0 with
Attachments A, B, C, C1 and D
were admtted into evidence.)

JUDGE TAPI A: Is there anything el se that we
need to discuss before we go off the record?

MR. REI CHART: Just for clarification, there
are actually 12 versions of A through D, one for each
district. So there is 12 sets of those attachnments
to his testinmony.

JUDGE TAPI A: Thank you for making that
clarification.

And should we continue this case
general ly?

Okay. We will continue this case
generally. As soon as everything is done, | have

asked the parties, if they choose to, they can submt
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a proposed order after the reply briefs. Then we

wi ||

continue this case generally. Thank you.

(Wher eupon the hearing in this

matt er

was conti nued generally.)
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